Enterprise Funds

Enterprise Funds

Sewerage and Drainage Operating Fund

2003 Cash Balance Statement

The beginning 2003 cash balance of $61.3 million is 8.5 percent below the
estimate for 2002. Although significant cash balances allowed the division to
maintain 1998 rates through 2002 with no across-the-board increase, the 2003
estimate includes a rate increase of five percent.

2003 FUND BALANCE SUMMARY

Cash Balance (January 1, 2003) $ 61349424
Plus Estimated 2003 Receipts 138,274,714

Total Estimated Available Resources $ 199,624,138
Less 2003 Recommended Operating Budget (Sewers/Drains) (150,876,799)
Less 2003 Recommended Operating Budget (Administration) (565,858)

Projected Available Balance {December 31, 2003) $ 48,181,481

2003 Revenue Summary

User fees completely support the operations of the Division of Sewerage and
Drainage. Section 120 of the City Charter empowers the City Council to
establish separate sewer and water rates in an equitable manner and in such
amounts as will fully cover the costs of services. Rates include the cost of
operations, maintenance and debt service. System rates are reviewed annually
by the sewer and water advisory board and approved by City Council.

Statements relative to this fund are made on a cash basis, which do not account
for outstanding end of year encumbrances. A revenue summary chart and a
description of the major sources of revenue to the sewer enterprise fund are
provided below.
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2000 2001 2002 2003
REVENUE SUMMARY Actual Actual Estimated Proposed
Service Charges:

Standard Strength $ 105,807,781 107,216,475 $ 107,836,000 $ 113452458
Extra Strength - 153,215 - -
System Capacity Charges 7,202,096 7,981,646 7,373,000 7.446,730
Investment Income 3,826,166 3,185,382 3,848,000 3,925,330
Storm Maintenance Reimbursement 8,500,768 7,983,719 §,500,000 5,500,000
Other (Includes refunds) 2,553,468 3,122,353 3,220,000 4,950,196
Cash Balance 65,185,675 69,038,864 67,106,450 61,349,424

Encumbrance Cancellations - - - -
TOTAL RESOURCES $ 193,075,954 198,681,655 $ 197,883,450 $ 199,624,138
PERCENT CHANGE 2.90% -0.40% 0.88%

Revenue Notes:

e Revenues, excluding the beginning balance, will total $138.3 million in 2003,
or 5.7 percent more than the 2002 projection.
e The Storm maintenance reimbursement is $8.5 million in 2003, the same as

projected for 2002.
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Sewer Pro Forma Operating Statement

Presented below is a ten-year pro forma operating statement for the sewerage
system enterprise operating funds, reflecting sanitary sewer operations only. A
separate pro forma statement for storm sewer operations is presented later in
this document. Represented is a projection of the sewerage and drainage
operating fund revenues and expenditures on a cash basis for the period 2003
through 2012 given certain assumptions as outlined below. The pro forma
operating statement is essential in planning capital improvement programs and in
setting utility rates. The major assumptions included are as follows:

e Sanitary sales growth is projected at one percent per year from 2003 through
2012.

e Operations and maintenance expenses, excluding health insurance,
equipment, pro rata and the allocation for the director’s office, are inflated at
three percent per year. All insurance costs reflect current estimates for 2003
and are inflated by seven percent in subsequent years. Personnel costs are
inflated at three percent but reduced by $550,000 in 2004 through 2007. This
reduction anticipates the current work of the competitiveness program.
Equipment costs are reduced in 2003, flat in 2004 and then held to three per
cent inflation afterwards. Expenses exclude any transfers to reserves.

e System capacity charges were increased per the plan approved by the sewer
and water advisory board through 1996 and are increased at one percent per
year prospectively.

e Proposed new debt is issued in the form of bonds at 4.5 percent in 2002, 5
percent in 2003 and 5.5 percent thereafter.

e Interest rates on revenue fund investments are projected to be three percent
in 2003 to 2012.

e Estimated debt service on Ohio Water Development Authority (OWDA) low-
interest loans of $263.0 million has been included within the appropriate debt
schedules. Use of these low-interest loan monies decrease the debt
retirement expenses associated with sanitary sewers projects.

e The sewer and water advisory board has recommended an across-the-board
sewer rate increase of five percent for 2003.

e The Division of Sewerage and Drainage's 2003 capital improvements budget
(CIB) of $55.7 million has been reduced by 15 percent in the pro forma
statement, and future years' debt service is reflected at 85 percent of the
division's capital improvements plan through 2012. This reduction recognizes
the likelihood that actual debt issuance in any given year will not reach levels
outlined in the capital improvements budget because of unavoidable lags in
the project planning and implementation process.

e The Division of Sewerage and Drainage's pro forma statement also assumes
that all debt will be issued during the second half of the year. Therefore, debt
issued in 2003 results in no interest expense until 2004. The same is true for
subsequent issues and subsequent years’ expenditures.

e The pro forma statement assumes debt issuance amounts of $61.8 million in
2002, $47.4 million in 2003, $104.2 million in 2004, $113.7 million in 2005,
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$52.7 million in 2006, $202.1 million in 2007, and $85.7 million in 2008, and
$102.7 million per year from 2009 through 2012. Note that these amounts
reflect the capital improvements plan after the above-described discounts. At
the time of budget publication, the division was in the process of applying for
loans. Thus, the amount of debt to be issued for Sewers and Drains was yet
to be determined and could be less than projected herein. The figures
presented are only estimates.
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Enterprise Funds

Electricity Enterprise Fund

2003 Cash Balance Statement

In 2003, the total volume of electric retail sales, the largest source of revenue in
the electricity enterprise fund, is projected to increase by 3 percent over 2002
totals. However, as revenues into the fund fall short of projected expenses, a
transfer from the special income tax fund has been included in the 2003 revenue
estimate. Discussions of the issues concerning the electricity enterprise fund
precede the pro forma operating statement description.

2003 FUND BALANCE SUMMARY

Cash Balance (January 1, 2003) $ -
Plus Estimated 2003 Receipts 57,418,799
Plus Kilowatt Hour Tax Revenues 3,247,165
Plus Special Income Tax Transfer 7,459,000

Total Estimated Available Resources $ 68,124,964
Less 2003 Recommended Operating Budget (Electricity) (64.,694.797)
Less 2003 Kilowatt Hour Tax Expense (Electricity) (3,247.169)
Less 2003 Recommended Operating Budget (Administration) (183,002)

Projected Available Balance (December 31, 2003) $ -

2003 Revenue Summary

Electricity operating fund revenues fall into two basic categories: revenues from
the retail sale of electricity and miscellaneous revenues for specific services
(e.g., operation and maintenance of expressway lighting) and investments.

Statements relative to this fund are made on a cash basis, which do not account
for outstanding end of year encumbrances. For that reason, relative percentage
change calculations for this fund are based on current year receipts only.

A revenue chart and a description of the major sources of revenue to the
electricity enterprise fund are provided below.
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2000 2001 2002 2003

REVENUE SUMMARY Actual Actual Estimated Proposed
Charges for Electric Service 46,149,889 49,961,075 $ 51,706 447 $ 53,269.433
Construction Charges 535,740 1,296,870 906,000 824,000
Expressway Lighting/Maintenance 854,744 580,246 1,010,000 880,000
New Customer Installation Revenue - 196,912 327,000 600,000
Investment Income 478,658 646,979 251,000 388,000
Workers Comp Savings - 148,094 - -
Other Revenue 841,338 544,292 1,181,530 1,197,000
Street Lighting Charges 209,187 204,194 217,331 260,366
Kilowatt Hour Tax Revenues - 1,796,522 3,058,866 3,247,165
Special Income Tax Transfer 5,510,680 2,000,000 5,000,000 7,459,000
Beginning Year Cash Ealance 2,318,546 1,247 459 192,540 -

TOTAL RESOURCES $ 56,898,782 $ 58,622,643 $ 63,850,714 5 68,124,964

PERCENT CHANGE 3.03% 8.92% 6.69%

Revenue Notes:

Revenues, excluding the beginning year cash balance, kilowatt hour tax
revenues and special income tax fund transfer, are expected to be $57.4
million in 2003, an increase of 3.3 percent over 2002 estimates.

Effective May 2001, changes in state law caused the Division of Electricity to
pay the proceeds of a kilowatt hour tax to the general fund. In order to avoid
a net reduction in revenue to the division, the general fund reimburses the
payments to the electricity operating fund. While the overall effect of the tax
is neutral, actual revenues in 2001 and all subsequent estimates include the
kilowatt hour tax reimbursement from the general fund. Similarly, the
offsetting kilowatt hour tax payments to the general fund are included in
expense projections.
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Electricity Pro Forma Operating Statement

During the summers of 1998 and 1999, the Division of Electricity experienced
sudden increases in purchase power expenses. During 1998, certain power
sources in the Midwest were temporarily disrupted through untimely maintenance
and tornado damage. In 1999, the situation was further exacerbated by a severe
nationwide heat wave. In 1998 and in 1999, the division passed on a portion of
these costs to customers in the form of fuel adjustment charges. To hedge
against a recurrence of these levels of purchase power costs, the division
entered into contracts to cover most of the peak demand that could be
anticipated during the summer months in 2000. During 2000, the division was
successful in securing favorable, long-term contacts for its purchase power to
meet its needs into the future. For 2003, the projections for purchase power are
estimated to be $36.5 million and are based on a 3.3 percent rate of growth.
(Should actual growth exceed division expectations, additional budget authority
will be necessary.)

A pro forma operating statement for the electricity enterprise fund is presented on
the following pages. The following assumptions were used:

e The operation of the former waste-to-energy facility was shifted to the Solid
Waste Authority of Central Ohio as of April 1, 1993, and is no longer
considered a part of the division's operations. However, a decision by the
City Auditor in 1995 has resulted in the shift of responsibility for revenue debt
associated with the facility to the division’s operating fund. This pro forma
statement assumes that the debt service associated with the revenue bonds
for the waste-to-energy facility will require a subsidy from the special income
tax fund. (In March 2001, the aforementioned revenue debt was converted
into general obligation bonds. Debt service on the new bonds will continue to
be serviced by the Division of Electricity.) This pro forma statement,
therefore, reflects that expense, as well as the revenues and expenses
associated with the division's current objectives: division administration, street
lighting and retail distribution.

e The pro forma statement includes Project 2020, the Division of Electricity's
plan to light 100 percent of city streets by the year 2020. That objective
should be completed without general fund or special income tax support and
will be funded with revenues derived from electric retail sales, to the extent
possible.

e Project 2020 will move forward in 2003. The Division of Electricity's proposed
2003 through 2008 capital improvements program, as detailed within the
capital summary of this document, includes capital expenditures related to
Project 2020.

e Most operational expenditures, such as materials, supplies, services, and
capital equipment are inflated by three percent annually.

e |t is assumed that purchase electrical power costs will average $40.00 per
megawatt hour in 2003.
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e Proposed new bonded debt is conservatively projected. It is assumed that
such debt will be directly bonded at 5.0 percent in 2003 and 5.5 percent
thereafter. Details regarding the proposed capital expenditures are available
in the capital summary section of this document.
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Enterprise Funds

Water Operating Fund

2003 Cash Balance Statement
The beginning 2003 cash balance of $29.8 million represents a decrease over
2002 of 20.6 percent.

2003 FUND BALANCE SUMMARY

Cash Balance {January 1, 2003) $ 29,831,683
Plus Estimated 2003 Receipts 102,898,549
Total Estimated Available Resources $ 132,730,232
Less 2003 Recommended Operating Budget (Water) (109,872,677)
Less 2003 Recommended Operating Budget (Administration) (367,015)
Projected Available Balance (December 31, 2003) $ 22,490,540

2003 Revenue Summary

User fees completely support the operations of the Water Division. Section 120
of the City Charter empowers City Council to establish rates in such amounts as
will fully cover the costs of service. Rates are designed to cover operating and
maintenance expenses and debt service on all revenue bonds and general
obligation debt that have been issued for system purposes. System rates are
reviewed annually by the sewer and water advisory board which recommends
rates to City Council for approval. The board consists of three city officials and
seven consumer representatives.

One of the city's goals in the rate setting process is to avoid steep increases and
at the same time to fully meet the needs of the system. In order to achieve this
goal, the city first developed a ten-year pro forma operating statement for the
system in 1983. On an annual basis, the pro forma statement is updated to
reflect current appropriation levels and adjusted for actual revenues and
expenditures.

Statements relative to this fund are made on a cash basis, which do not account
for outstanding end of year encumbrances. A revenue summary chart and a
description of the major sources of revenue to the water enterprise fund are
provided below.
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2000 2001 2002 2003

REVENUE SUMMARY Actual Actual Estimated Proposed
Water Sales $ 73,533427 75,327,626 $ 74,989 112 $ 78,894,796
\Water Penalty Fees 15,969 428,057 816,038 824,198
System Capacity Charges 13,691,805 12,796,285 10,908,046 10,908,046
Sewer Billings 5,910,338 5,976,189 6,100,000 6,405,000
Meter Service Fee 551,620 599,032 535,356 540,709
Investment Income 3,419,075 3,048,274 2,578,183 1,925,012
Other Revenue 1,110,332 1,689,346 2,049,435 3,400,788
Unencumbered Balance 36,556,593 33,254 608 37588434 % 29,831,683
Encumbrance Cancellations - - - -

TOTAL RESOURCES $ 134,789,159 133,119,417 $ 135,564,604 $ 132,730,232

PERCENT CHANGE -1.24% 1.84% -2.09%

Revenue Notes:

e Revenues, excluding the beginning cash balance, will total $102.9 million in
2003, an increase over 2002 of 5.0 percent.
include collections from 2002.

e There is a five percent rate increase projected for 2003.

The revenue in 2003 does

30-16
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Enterprise Funds

Water Pro Forma Operating Statement

A pro forma operating statement for the ten-year period beginning 2002 is
presented on the following pages. The statement is designed to project the
utility's revenues and expenditures for that period, given certain assumptions and
is essential in planning capital improvement programs and in setting utility rates.
The major assumptions included are as follows:

Water sales growth is projected at one percent per year, based on the ten-
year history of water sales growth.

Operation and maintenance expenses, excluding health insurance, pro rata
and the allocation for the director’s office, are inflated at three percent per
year. Health insurance reflects actual 2003 projections and is inflated by
seven percent per year thereafter.

Proposed new debt is issued in the form of bonds at 4.5 percent in 2002, 5.0
percent in 2003 and 5.5 percent in 2004 through 2012.

In 1995 and 1996, the City of Columbus issued a total of $62.8 million in
variable rate debt for Water Division capital projects. For purposes of this pro
forma statement, the interest rate on that debt is assumed to be 3.5 percent in
2001 and thereafter.

The system capacity charge revenue is projected at one percent growth per
year.

Interest rates on investments of revenues and reserves are projected to be
three percent in 2003 through 2012.

The sewer and water advisory board has recommended a five percent
increase in water rates in 2003.

The Division of Water's 2003 capital improvements budget (CIB) of $57.7
million has been discounted by 20 percent. This reduction recognizes the
probability that debt issued in any given year will not reach the levels outlined
in the division's capital improvements budget due to unavoidable lags in the
project planning and implementation process. The CIB ordinance will reflect
the division's entire approved plan. The subsequent years of the capital
improvements plan are also reduced by 15 percent.

The pro forma statement assumes debt issuance amounts of $34.6 million in
2002, $46.2 million in 2003, $49.9 million in 2004, $35.1 million in 2005, $36.4
million in 2006, $45.6 million in 2007, and $31.4 million from 2008 to 2011.
Note that these amounts reflect the capital improvements plan after the
above-described discount.
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Enterprise Funds

Storm Sewer Maintenance Fund

2003 Cash Balance Statement

Prior to 1993, the storm sewer maintenance special revenue fund was used only
to reimburse the sanitary operating fund for stormwater management expenses.
No expenditures were made directly out of this fund. This arrangement changed
in 1993, when the storm sewer maintenance fund became the operating fund for
stormwater management engineering and design. The sanitary fund is still
reimbursed for storm sewer maintenance expenses.

The storm sewer maintenance fund will begin 2003 with an unencumbered cash
balance of $10.3 million.

2003 FUND BALANCE SUMMARY

Unencumbered Cash Balance (January 1, 2003) $ 10,298,368
Plus Estimated 2003 Receipts 20,696,381

Total Estimated Available Resources $ 30,994,749
Less 2003 Recommended Operating Budget (18,723,968)

Projected Available Balance (December 31, 2003) $ 12,270,781

2003 Revenue Summary

Stormwater maintenance fees provide all revenues to this fund. In August 1995,
the Division of Sewerage and Drainage implemented a new fee structure based
on the impervious area of a given property, which directly relates to stormwater
runoff into the storm drainage system. The stormwater service fee is based upon
an equitable and consistent rate system, defined in equivalent residential units
(ERU), where one ERU equals 2,000 square feet of impervious area. The fee, as
recommended by the sewer and water advisory board and approved by
Columbus City Council, was $2.44/ERU per month for 1995. During 1995,
however, revenues exceeded original projections by nearly 50 percent; a result of
higher than projected ERU’s, and lower than projected credit applications. For
that reason, the sewer and water advisory board recommended a rate decrease
for 1996, to $1.64/ERU per month. In 2000, the stormwater rate increased by 35
percent, after 5 years of no rate increases. It increased by 12.5 percent in 2001,
and it increased again in 2002 by 9.6 percent. Statements relative to this fund
are made on a cash basis, which do not account for outstanding end of year
encumbrances. The following chart summarizes actual and projected revenues
for the years 2000 through 2003.
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2000 2001 2002 2003
REVENUE SUMMARY Actual Actual Estimated Proposed
Storm Maintenance Fees $ 14,829,187 $ 17,706,218 $ 18,975,000 $ 20,203,131
Investment Earnings 592,744 647,165 400,000 418,472
Other Revenues - - 11,000 74,778

(includes insurance rebates)
Cash Balance 5,014,694 5,718,915 8,408,079 10,298,368
Encumbrance Cancellations - - -

TOTAL RESOURCES $ 20436625 $ 24072298 $ 27794079 $ 30,994,749
PERCENT CHANGE 17.79% 36.00% 11.52%

Revenue Notes:
e There are no unusual items in the 2003 revenues.

Storm Sewer Maintenance Pro Forma Operating Statement

e The Storm Sewer Maintenance pro forma operating statement assumes that
rates will increase by 5.1 percent to $2.87/ERU in 2003.

e This pro forma statement assumes that funding for future debt issued for the
Franklinton floodwall will be supported through stormwater revenues.

e The division's 2003 capital improvements budget (CIB) of $32.5 million has
been discounted by 20 percent, as are subsequent years. The reduction
recognizes the probability that debt issued in any given year will not reach the
levels outlined in the division's capital improvements budget due to
unavoidable lags in the project planning and implementation process.
Floodwall debt has not been discounted.

e The pro forma statement assumes debt issuance amounts of $5.4 million in
2002, $26.0 million in 2003, $23.9 million in 2004, $21.8 million in 2005, $14.9
million in 2006, $11.0 million in 2007, $6.1 million in 2008 and $17.3 million
from 2009 to 2012. Note that these amounts reflect the capital improvements
plan after a 20 percent discount.
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